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• Creating a Baseline of Protection 
• Facilitating Transactions 
• Requiring or Encouraging Investment in Ecosystem 
Services 
• Creating Market Intermediaries 
Failures in the Market for 
Ecosystem Services 





• Failure to Identify Natural 
Solutions 
 
• Inability to Value Natural 
Solutions 
 
• Free Riding 
Governmental 
Approaches 
• Regulatory Requirements/Standards 
> Safe Drinking Water Act 
The New York City – 
Catskills Example 
• New York City 
> Delaware & Catskills 
Watersheds 
> Filtration Facility 
$6 billion capital cost 
$300 million operating costs 
> Watershed Preservation 
$1 billion cost 
• EPA Surface Water Treatment 
Rule 
> Encourages non-filtering 
suppliers to protect watershed 
• 97% already filter 
Other Governmental 
Approaches 
• Regulatory Requirements/Standards 
> Safe Drinking Water Act 
> Carbon Cap & Trade Systems 
> Clean Water Act 
 
• Ecosystem Service Impact Analyses 
> California Drinking Water Source Analyses 
 
• Disclosure Rules 
 
• Certification Programs 
 
• Financial Incentives 
Ecosystem Service 
Intermediaries 
• Buyers: Ecosystem Service 
Districts 
> Overcome free riders 
> Promote “bundling” 
 
• Sellers: Conservation 
Districts 
> Opportunity to Serve as Market 
Promoters 
• Knowledge transfer 
• Technical assistance 
• Bundling 
 
Chan et al. 
(2005) 














Air quality regulation 














Recreation & ecotourism 
Enhanced Degraded Mixed 






Should Be the Goal 
